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NOTES AND MEMORANDA. 

THE INDIA CURRENCY PROPOSALS. 

It is a matter of some surprise that the Currency Proposals 
recently submitted by the government of India to the Secre- 
tary of State for India in London have attracted so little at- 
tention on this side of the Atlantic. Garbled statements have 
appeared in the papers from time to time, and incidental ref- 
erence to the proposed measures was made by several speakers 
in the course of the Senate debate upon the silver seign- 
iorage coinage clause of the war revenue bill. In the main, 
however, there has been neither a full understanding of the 
nature of the Proposals nor any appreciation of the stir which 
their publication has caused in English commercial and finan- 
cial circles. 

It is now admitted alike by opponents and advocates of the 
closure of the Indian mints to the coinage of rupees in 1893 
that this action was taken without any clearly defined policy 
as to the subsequent steps which it rendered necessary. The 
Indian government has upon every occasion since asserted 
that the establishment of a gold standard was then already in 
view. But it seems clear that the anticipated program was 
little better than a policy of monetary drift, and that it was 
expected to attain a higher exchange,- that is, a higher gold 
value of the rupee,- simply by the natural expansion of Ind- 
ian trade and commerce relative to a stationary or, indeed, to 
a gradually diminishing rupee currency. A maximum to this 
appreciation and a channel for the expected influx of gold 
were defined by the Notifications of June 23, 1893, whereby 
gold was made receivable at the Indian treasuries in payment 
of public dues and at the mints in exchange for rupees, at the 
rate of one sovereign for fifteen rupees. In short, it was 
hoped to stabilize exchange at Is. 4d. by the introduction of a 
scarcity rupee. 
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Five years have since elapsed; and, despite the cessation of 
rupee coinage and the periodic suspension of Council Bill 
sales, together with heavy borrowings in London, Indian ex- 
change has not been definitely established at the desired rate. 
The average exchange value of the rupee realized by the Ind- 
ian government has been 14.547d. in 1893-94, 13.101d. in 
1894-95, 13.680d. in 1895-96, 14.449d. in 1896-97. Some 
months ago exchange hovered near the maximum point; and 
provision was made, by the amendment of the Indian Paper 
Currenev Act, for the telegraphic issue of rupees in India 
upon the deposit of gold in London at a rate slightly above 
16d. Exchange speedily relapsed, however. Not a sovereign 
was so tendered; and it is now openly admitted by the India 
Council that the automatic accumulation of gold in this man- 
ner is " extremely unlikely." 

The upward course of the rupee has unquestionably made it 
easier for the Indian government to meet its sterling charges. 
On the other hand, it has left trade with India still exposed 
to the fluctuations of exchange; and, by stimulating the with- 
drawal of capital from India while exchange is high and un- 
certain, it has created a money famine, of which incidents 
have been a bank rate of from 10 to 12 per cent. and the re- 
fusal of loans upon the security of gold bars. Leaving out of 
account the possible effects of the mint closure upon the com- 

petitive trade of India and upon the value of the native 
hoards of uncoined silver, it will be seen that the evil of a de- 

preciating rupee has been corrected, the mischief of a fluctu- 
ating rupee remains. 

In a remarkable despatch of September 16, 1897, in refer- 
ence to the preliminary bimetallic agreement arrived at by 
France and the United States, the government of India char- 
acterized that date as " a time when we are to all appearances 
approaching the attainment of stability in exchange by the 
operations of our own isolated and independent action." To 
persons practically concerned with Indian exchange and to 
students of the Indian currency question, this roseate view 
seemed unwarranted and misleading. Whatever doubt may 
have existed as to the fact has been completely dispelled by 
the course of subsequent events; and the Indian government 
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has been finally led by the intolerable condition of affairs in 
India, and by the growing discontent in England with the 
policy of waiting for the country to grow up to a 16d. rupee, 
to an admission of the inadequacy of the passive course 
hitherto pursued and to the proposal of certain drastic meas- 
ures for attaining that same end. These proposed measures 
are embodied in a despatch of Mtarch 3, 1898, and have been 
referred to a Special Committee appointed by the Secretary 
of State for India, under the chairmanship of Sir Henry H. 
Fowler, to take into consideration the whole subject of the 
Indian currency system. 

The key-note of the proposed change is an outright contrac- 
tion of the rupee currency to the degree necessary to establish 
a 16d. exchange, with a replacement of the resulting treasury 
deficit by gold borrowed in London and ultimately available 
for currency purposes. The total rupee currency of India is 
estimated as somewhere about 120 crores (1,200 million 
rupees), exclusive of a fiduciary circulation of 10 crores of cur- 
rency notes. It is assumed that this amount is redundant, rel- 
ative to the proposed sterling equivalent of the rupee. To 
what extent contraction is necessary to attain a 16d. exchange, 
no attempt is made to determine; but 24 crores-the amount 
of currency notes in circulation -is arbitrarily hit upon as 
" the outside limit," and the opinion is expressed that the 
amount really necessary will be far short of this. 

The mere accumulation and segregation in the Indian treas- 
ury of the, say, 20 crores necessary to reduce the circulation 
to the proper point is regarded as open to the double objec- 
tion of losing the interest upon the sum thus permanently 
locked up, while the very existence of such an accumulation 
of silver coin would be a perpetual menace to the exchange 
market. Accordingly, it is proposed to effect a permanent 
contraction by melting down the rupees withdrawn from ciI'- 

culation, and selling the bullion silver in the native market. 
This is to be done at the rate of 10 crores a year, worth as 
bullion - with silver at its present value - about 6 crores. It 
is naively assumed that these sales can be effected without de- 
pressing silver, since the average annual imports of the metal 
into India since the closure of the mints have been about 6 
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crores. After two years the Indian currency will have been 
reduced two hundred million rupees by these operations. One 
hundred and twenty million rupees will have been secured by 
the sale of the bullion and paid over into the Indian treasury, 
leaving a deficit in the treasury balances of eighty million rupees 
to be supplied by gold borrowed in London. Estimating the 
rupee at 16d., the sum of ?5,300,000 will be required for this 
purpose. If the bullion silver sold realizes a lower price or if 
additional sales are necessary, the treasury deficit will be 
greater, and more gold must be borrowed. In any event, au- 
thority is asked for a maximum loan of ?20,000,000, of which 
one-fourth is to be borrowed and shipped at once. 

This gold is to be ultimately available for currency pur- 
poses, but it is not to be parted with until an exchange rate 
of 16d. has been attained. By the end of two years, if not 
before, it is believed that the rupee will have become stable at 
16d. Should this not prove to be the case, the same process 
of contraction is to be continued until the desired result is 
attained, after which gold will flow into the country and the 
Treasury will release its own holdings! 

In short, the reform is to be accomplished by an outright 
reduction within two years of one-sixth in the amount of the 
rupee currency, and this process of contraction is to be contin- 
ued until the proposed exchange rate has been attained. 
Bearing in mind that in a country such as India the evils of 
contraction are felt in much more than direct proportion with 
the actual reduction in the currency, it will be seen why the 
scheme, for this reason alone, has been pronounced by 
thoughtful men of every shade of monetary opinion crude in 
theory and pitiless in practice. 

J. H. HOLLANDER. 

JOHNS HoPKINS UNIVERSITY. 
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